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Preface 
This Discussion Paper presents the results of an 
investigation of the financial position of Canterbury 
farmers. The information was gathered from discussions with 
a wide range of organisations involved in the sector rather 
than directly from farmers. It is therefore possible that 
the results, while presenting an accurate recording of the 
information gathered, may not provide a completely adequate 
view of the total Canterbury farming situation. This is 
because the farms included in the sources from which the 
data was gathered may not be entirely representative of all 
Canterbury farming. While no attempt was made to 
statistically confirm the representativeness of the 
information gathered, it is considered by those responsible 
for the data and Mr Pryde, that the material presented in 
this Discussion Paper provides a useful insight into the 
financial position of Canterbury farmers and can make a 
positive contribution to the discussion in this area. 
The AERU is happy to publish this Report on behalf of the 
Lincoln College Foundation and commends the Foundation for 
its interest in funding such research efforts. The work 
forms a significant part of the AERU programme of research 
in the farm finance area which has been supervised by Mr 
Pryde for some years. 
A.C. Zwart 
Director 

Foreword 
This brief survey was undertaken for the Trustees of the 
Lincoln College Foundation in the period August-September 
1987. 
Calls were made on and discussions were held with a range of 
authorities, many of whom provided useful data reproduced in 
whole or part in some of the Appendices of this Report. 
Acknowledgement of grateful assistance is made to all those 
organisations and individuals who assisted the author. 
Obviously a survey of a randomly selected sample of the 
finances of Canterbury farms would have been the ideal 
approach to this exercise. This was neither physically nor 
financially possible. What follows is an assessment of some 
of the best available data. 
J.G. Pryde 
AERU 
-

Section 1 
A Profile of Canterbury Farming 
In Appendices A-D are set out some statistics that attempt 
to convey a profile of the Canterbury farming sector. It 
should be noted that "Canterbury" is the provincial area and 
includes both Canterbury and Aorangi as defined by the local 
Government Administrative Regions (Fig. 1). 
It will be noted from the tables, inter alia, that in mid 
1986: - 
1. The number of full-time farm owners is approximately 
5,200 - around 14 percent of total farmers in New 
Zealand. If all the members of farm families plus 
farm staff and their families and the off-farm staff 
servicing the industry are included, the numbers of 
people involved would be substantial. 
2. The area in grass, lucerne and tussock was 2.6 million 
hectares while the crop area is 240,000 hectares - 
about one third greater than in mid 1982. 
3. The area in plantations was 58,000 hectares - almost 
20 percent greater than in 1982. 
4. That whereas total net capital expenditure of 
Canterbury farms in 1985 was estimated at $123 million 
it declined to an estimated $70 million the following 
year. This fall of 57 percent is a dramatic indicator 
of the impact of a series of factors on the farming 
industry in Canterbury. Its impact was felt in turn 
by rural villages and towns throughout the Province. 
5 .  In mid 1986 there were estimated to be 11.2 million 
sheep in Canterbury (about 15 percent of the national 
flock) compared with 12 million in 1982. During the 
same period the number of Breeding Ewes declined from 
8.8 million to 7.8 million. 
6. Total dairy stock were estimated to be 102,000 in mid 
1986 - an increase of almost 50 percent over the 1982 
level. This increase reflects the increased 
importance of dairying in the Province in recent 
years. 
7. Beef animals, after declining to 293,000 in 1985 
increased to 319,000 by mid 1986. 
8. The pig population in mid 1982 was 75,600 but by 1986 
it had increased to 201,000. 
F i g u r e  1 
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9. T h e r e  have  b e e n  i n c r e a s e d  p l a n t i n g s  o f  a r a b l e  c r o p s  
o v e r  t h e  p e r i o d  c o v e r e d  by t h e  t a b l e s .  S i n c e  t h e n  
however ,  w i t h  d e c l i n e s  i n  p r i c e s  o f f e r e d ,  farmers have  
r e a c t e d  by  r e d u c i n g  p l a n t i n g s  o f  s e v e r a l  m a j o r  c r o p s .  
10 .  A c c o r d i n g  t o  s u r v e y  d a t a ,  j u s t  o v e r  a q u a r t e r  o f  
C a n t e r b u r y  farmers a r e  aged  unde r  36 y e a r s  o f  a g e ;  46 
p e r c e n t  a r e  be tween  36 y e a r s  and 50 y e a r s ;  1 6  p e r c e n t  
be tween  5 1  a n d  60 y e a r s  and  13 p e r c e n t  a r e  o v e r  60 
y e a r s  o f  a g e .  
11. F o r t y  f o u r  p e r c e n t  o f  C a n t e r b u r y  f a r m s  a r e  be tween  1 0 1  
and  300 h e c t a r e s ;  25  p e r c e n t  l ess  t h a n  100 h e c t a r e s  
and  3 3  p e r c e n t  o v e r  300 h e c t a r e s .  
12 .  S i x t y  t h r e e  p e r c e n t  o f  C a n t e r b u r y  f a r m s  a r e  m a i n l y  
s h e e p - b e e f ,  15 p e r c e n t  m a i n l y  c r o p p i n g  and  7 p e r c e n t  
m a i n l y  d a i r y i n q .  The r e m a i n i n g  1 6  p e r c e n t  a r e  
d e s c r i b e d  as mixed f a r m s .  

Section 2 
Analysis of Financial Statements 
In Appendices G to 0 there are set out data from financial 
institutions, the NZ Meat and Wool Board's Economic Service, 
farm consultants, farm financial advisors and accountants 
and the Ministry of Agriculture and Fisheries, In 
approaching them for information on the financial state of 
farming in the Canterbury Province no attempt was made to 
influence their selection of farms studied or the comments 
and conclusions they drew from their analyses. 
In this section verbatim comments are included on the 
results of these analyses and some comparisons are drawn. 
For reasons of confidentiality we have endeavoured to 
disguise the source of some of the quoted data but if 
challenged it can be verified readily. 
2.1 Trading Banks (Appendix G) 
These figures were supplied by two major New Zealand-wide 
trading banks who have a large share of the banking business 
with rural clients in the Canterbury area. Their figures 
were derived from their branches and relate to four 
categories of farming customers as described. Although the 
data has been collected since the 1981/82 season the 
information set out in Appendix G relates to the situation 
since September 1984. 
Over time there has definitely been an increase in the 
"Hardcore" category. However the overall picture seems to 
have become clearer between June 1986 and June 1987. 
Although more farmers are in the "Critical" category, the 
two intermediate stages have shown a decrease both in actual 
numbers and in percentages in each category. 
It should be emphasised that the composition of the 
different groups of farms changed over the period. For 
instance, in the earlier period there were more sheep/beef 
farms in the 'critical' category. Later there were more 
arable farms in this category. 
This analysis may not have taken fully into account those 
farmers who are continually in credit. If this were the 
case the percentage (14%) in the 'critical' category may be 
a little high. 
2.2 1986 Farm Statistical Survey (Appendix H) 
This analysis is based on the returns from a wide range of 
Canterbury farms. The comments from the Chartered 
Accountant who undertook the analysis are relevant and very 
interesting but too long to reproduce in full here. 
However, included are his remarks regarding what he calls 
the 'highlights' of the 1986 year's Survey: 
"(a> Despite the much poorer year in all groups 
except the Dairy Group there are still some 
very sound individual figures and I suggest it 
is well worthwhile running your eye through 
some of these. 
(b) The debt servicing is still increasing although 
the rate of increase of just over 7% was less 
than I would have anticipated. 
(c> The Mixed Farming Group was a long way from an 
acceptable profitability and slipped back badly 
cashwise. 
(d) The term liabilities increased by 3.3% which is 
less than I would have anticipated. 
(e> The overall cash flow deficit at $2,249 is 
really a not unreasonable result in real terms 
bearing in mind the aspect that the very sound 
1985 year still resulted in a cash flow deficit 
of $1,090 and the off-farm investments have 
increased on average by $6,651 - a real credit 
to clients' resilience in this area. 
(f) The Survey would indicate that the number of 
clients who should be extricating is very small 
relative to Canterbury and New Zealand as a 
whole. 
( 8 )  Perhaps it is a pity we aren't endeavouring to 
link up the off-farm investment and really do 
something useful growth-wise and long term-wise 
with it - ignore that remark. 
(h) The profitability in the Flat Land Livestock 
Group and the Mixed Farming Group is only about 
a half and a third respectively of what would 
be required in the medium to longer term to 
survive financially and obviously this is a 
major problem area as is the steadily 
increasing debt servicing trend but if the 
three key economic factors, that is the 
inflation rate, interest rates and the overseas 
exchange rate, were to pull back over the next 
six months as they may well do the great 
m a j o r i t y  o f  c l i e n t s  i n  t h e  S u r v e y  would a l s o  
p u l l  up t h e i r  p r o f i t a b i l i t y  which is t h e  
c o r n e r s t o n e  o f  t h e  whole  o p e r a t i o n . "  
A t  t h e  f i r s t  l o o k  a t  t h e s e  f i g u r e s  i t  is  s u r p r i s i n g  t h a t  
f a r m e r '  G r o s s  Income had  n o t  d e c r e a s e d  more t h a n  what i s  
shown i n  t h e  s u r v e y .  O v e r a l l  t h e r e  was a  d e c r e a s e  from t h e  
1985  t o  t h e  1986  y e a r  o f  1Z%, b u t  1985  was an  e x c e p t i o n a l  
y e a r ,  some t h i n k  t h e  b e s t  f a r m i n g  y e a r  e v e r ,  s o  i t  c o u l d  b e  
e x p e c t e d  t h a t  t h e  y e a r  f o l l o w i n g  would l o o k  bad.  The 1986 
y e a r  was s t i l l  t h e  s e c o n d  t o  b e s t  y e a r  f o r  r e t u r n s  i n  t h e  
l a s t  e i g h t  and  1984 t o  1986  have  been  t h e  b e s t  t h r e e  i n  t h e  
l a s t  e i g h t .  
I t  would a l s o  h a v e  been  e x p e c t e d  t h a t  f a r m  work ing  e x p e n s e s  
a s  a  p e r c e n t a g e  o f  G r o s s  Income would have  i n c r e a s e d  
s i g n i f i c a n t l y  f rom 1985 t o  1986.  They h a v e  i n c r e a s e d  b y  
3.04% b u t  a r e  s t i l l  s i g n i f i c a n t l y  l o w e r  t h a n  1983 and  1982 
a n d  a r e  o n l y  m a r g i n a l l y  above  t h e  p e r c e n t a g e s  i n  1984 and  
1979.  
On t h e  N e t  P r o f i t  s i d e ,  o n l y  two y e a r s  i n  t h e  l a s t  s e v e n  
h a v e  been  b e t t e r  (1985  a n d  1 9 8 1 ) .  T h e s e  f i g u r e s  show t h a t  
farmers h a v e  coped  v e r y  w e l l  w i t h  c u t t i n g  t h e i r  e x p e n d i t u r e  
t o  meet  t h e i r  income. 
I n  some ways t h i s  is b o r n e  o u t  by t h e  f ac t  t h a t  T o t a l  T e r m  
Debt h a s  o n l y  r i s e n  by  3.3%. 
T o t a l  d e b t  as a p e r c e n t a g e  o f  T o t a l  Farm C a p i t a l  is  now a t  
35%. H i s t o r i c a l l y  t h i s  is  a  h i g h  l e v e l ,  b u t  i n  terms o f  
o t h e r  i n d u s t r i e s  t h i s  is a  r e a s o n a b l y  low p e r c e n t a g e .  
An e x e r c i s e  t a k i n g  the i n t e r e s t  and  r e n t  and  d i v i d i n g  i t  
o v e r  t h e  T o t a l  Farm Debt  a t  t h e  y e a r  e n d  t o  g e t  a  r o u g h  
a p p r o x i m a t i o n  o f  i n t e r e s t  r a t e  p a i d  a v e r a g e d  o v e r  a l l  
c a t e g o r i e s  t o  14.1%. T h i s  means t h a t  i n  r e a l i t y  t h e  a c t u a l  
r a t e s  p a i d  would b e  less  t h a n  t h i s ,  a s  t h e  r e n t  e l e m e n t  w a s  
n o t  a b l e  t o  b e  removed. 
The c a s h  d e f i c i t  w a s  t h e  s e c o n d  t o  w o r s t  on r e c o r d ,  b u t  t h e  
o f f - f a r m  i n v e s t m e n t s  were t h e  h i g h e s t  on r e c o r d .  One 
wonders  how much t h e s e  o f f - f a r m  i n v e s t m e n t s  i n f l u e n c e d  t h e  
c a s h  f l o w  d e f i c i t .  
2 .3  N e w  Z e a l a n d  Meat a n d  Wool Board's Economic S e r v i c e  
Da ta  (Append ices  I - L )  
T h i s  a n a l y s i s  is s u p p l i e d  b y  t h e  N e w  Z e a l a n d  Meat and  Wool 
Boa rds '  Economic S e r v i c e  and  r e l a t e s  t o  C l a s s  9 o f  t h e i r  
Su rvey .  
Re Meat and Wool Board Class 9: 
Although the figures do not match with the Appendix H 
survey, the results show the same trends except for 
the Provisional 1986 figures which give the net farm 
income as being much lower. This could be caused by 
the fact that Appendix H figures include a Dairy 
section whereas the Meat and Wool survey does not. 
The estimated figure for 1986/87 shows a highly 
improved result, with estimated income increasing 15% 
but prices paid only increasing by 7.6%. 
Note that in $ terms Repairs and Maintenance has been 
harder hit than fertiliser. In many cases both of 
these major items of farm expenditure have descended 
to what is regarded as almost 'disaster' levels. In 
other words the expenditure is considered to be 
perilously low and represents a dangerous threat to 
the future of the farms concerned. 
2.4 Cash Flow Survey (Appendices M & N) 
This analysis from a firm of Farm Advisors is a cashflow 
survey relating to the 1987/88 year. 
"Comments 
(1) Cashflows have been completed for 49 clients for the 
1987/88 financial year, and provide base data for the 
survey. 
(2) The average area of clients' properties is 420 ha 
ranging from 94 ha to 2800 ha. 
(3) The average stock units carried are 3195 s.u., ranging 
from 300 to 13,000, with an average carrying capacity 
of 8.36 s.u. /ha. (Total Area - Crop Area) 
(4) The average cropped area is 38 ha. 
( 5 )  The average net income minus stock purchases is 
$146,774 ranging from $45,222 to $399,798, generating 
a total income of $7.19 million from 49 farmers. 
(6) Farm working expenses average 59% of income net of 
stock purchases. The average client spent $85,283. 
(7) Finance servicing averaged 35%, ranging from 0 - 78%. 
This is a rather unhealthy situation. However, many 
of these farmers are in the process of being, or have 
been, restructured under the Rural Bank and Finance 
Corporation discounting scheme, and this could distort 
some o f  the stated figures. 
(8) The average net cash result for the year was a $1,837 
deficit, ranging from a deficit of $68,103 to a 
surplus of $91,354. 
(9) The average client has estimated liabilities of 
$257,707 ranging from $0 to $600,000 and net assets 
range from $59,936 to $1,435,210. 
(10) There are 14 clients in the 'high risk' category, 13 
in the 'medium' category and 22 in the 'low risk' 
category. 
The highest risk group are the cropping farmers, 
particularly those with irrigation." 
Summary 
Overall the situation shows a predicted negative cash result 
for the next 12 months. Twenty-six percent of clients are 
in the 'high risk' category with the majority of these on 
small properties with high debt loadings. 
Dryland sheep properties with low operating costs and low 
debt servicing commitments appear to be in the healthiest 
position but evidence was available to show that several of 
these properties are under threat due in particular to the 
fact that they appear to lack sufficient scale to be able to 
survive financially. 
A number of clients are in the process of Discount meetings 
and their financial viability may improve following debt 
restructuring. The cases of other farmers were cited where 
they were said to be 'hanging on' in the hope of a rise in 
their product prices. 
Some farmers may further reduce some discretionary expenses 
budgeted for in order to generate a cash surplus. 
2.5 MAFTech Model Results (Appendix 0) 
This analysis is provided by the Canterbury Advisory 
Services of MAFTech Canterbury. It is dated March 1987. 
The following are their 'Key Comments and Predictions' in 
respect of 1986/87 and 1987/88. 
1986-87 
Physical 
"* Early spring growth rates were slow due to low 
temperatures and high rainfall. Higher levels of 
nitrogen were applied to both pasture and crop to 
compensate. 
* A dry December to early February quickly diminished feed 
supplies causing many farmers to sell light weight 
lambs. 
* Over all stock production levels have increased over 
1985/86. 
* Fewer lambs will be carried over balance date to 
heavyweight grades apart from on irrigated and higher 
rainfall farms due to management problems experienced in 
1985/86. 
* Crop yields and quality have been variable. Wheat, 
barley and pea yields have been generally lower than 
expected while herbage seed yields are better than 
earlier expected. 
Financial 
d Farm income levels have increased markedly on all stock 
farms. 
* Sheep prices have improved more than predicted while 
wool prices have increased a further 5-10 percent over 
the November estimate. 
* Early season lamb premiums have improved the average 
lamb price by $1-2 per head over the November estimate. 
* Farm expenditure levels are well below maintenance on 
most farms for items such as fertiliser, repairs and 
maintenance and weed and pest. 
* Capital reinvestment is well below sustainable long term 
levels on most properties. 
Physical 
* Above average autumn rainfall has set up the region for 
a good production season. 
* Stock condition is good and improving as feed supplies 
increase. 
* Lambing percentages and wool weights are predicted to be 
similar to 1986/87 on most farms. North Canterbury hill 
country farms are expected to increase production after 
high ewe and lamb deaths in 1986/87. 
* Crop areas are predicted to decrease due to problems 
with the wheat industry and general low returns for most 
other crops. 
$ Autumn sown wheat areas are expected to decrease by 60- 
SO percent with the overall wheat area to decline by up 
to 50 percent over 1986/87. 
Financial 
$ Farm incomes are predicted to remain similar to 1986/87. 
* Increased processing charges, including ACC, are 
expected to cover any increase in gross lamb value. 
t Wool prices are expected to increase another 2-5 percent 
over 1986/87. 
* Farm expenditure on most farms is predicted to rise in 
line with inflation as less than maintenance input 
levels are applied. 
On-farm reinvestment is predicted to be held at a low 
level. On many intensive arable farms this may not be 
possible. 
Trends 
* Stock farmers are more optimistic following an increase 
in income. Present optimism in most farm classes is 
based upon a non-sustainable level of farm inputs. 
(Note - It is feared that on some farms the level of 
fertility capital has declined to such a point to 
constitute a threat to future output capability.) 
* Crop areas are predicted to decrease on all crop growing 
farm classes. The major change will be a 50 percent 
reduction in wheat area and a further swing to higher 
risk alternative crops. 
Intensive arable farmers will not be able to farm their 
way out of their present problems unless they have 
skill, scale or sensible debt servicing. 
* Sufficient seasonal finance will be difficult to obtain 
from traditional sources for 20-30 percent of arable 
farmers. Non-traditional sources (deferred payments, 
establishment grants, etc) will reduce seasonal capital 
requirements. 
* Farmers with the most serious problems will be 
encouraged to cease farming to avoid further losses and 
possible forced sales. 
* Low levels of on-farm reinvestment will cause problems 
for farmers in the future. Capital intensive arable 
farmers will be faced with further significant expenses 
as items of plant wear out. 
* Awareness of debt restructuring options is high. A 
significant increase in RBFC discounting applications 
from arable farmers especially is expected before June 
1987. The delay in processing RBFC discounting 
applications is causing more problems for financiers and 
farmers. 
* The levels of debt and profitability will hinder 
effective debt restructuring on many farms." 
2.6 The Exchange Rate Effect 
Appendix Za sets out the Trade Weighted Exchange Rate Index 
as calculated by the Reserve Bank of New Zealand. It will 
be seen that after the 20 per cent devaluation of the $NZ in 
July 1984, the indicated moved up and down until the 
September 1986 quarter when it rose continuously to reach by 
the end of the September 1987 quarter almost the mid 1984 
level. 
The Director of the NZ Meat and Wool Boards' Economic 
Service, Mr Neil Taylor summed up the Exchange Rate Effect 
in an address to the Electoral Committee of the Meat and 
Wool Boards on 23 March 1987 as follows: 
"One of the most significant effects on farm gate prices 
received is the exchange rate. When the New Zealand dollar 
was floated in March 1985 the New Zealand dollar equalled 44 
cents US and 0.414 pounds sterling. In February 1987 the 
exchange rate had revalued by 27 per cent to 56 cents US and 
devalued by 12 per cent to 0.363 pounds sterling. 
With the floating dollar it is important to realise the 
strong gearing effect changes in exchange rates (or overseas 
market prices) can have on the FOB prices when reflected 
back to farm gate, particularly for high added value 
products. 
The table below shows an example of the effect of a 10 per 
cent movement in the exchange rate on meat and wool prices 
at farm gate. 
Wool 
Lamb* 
Mutton* 
Beef 
Devaluation 
(-10%) 
Revaluation 
(+lo%) 
$ Includes skin and wool pull. 
A 10 per cent devaluation in the exchange rate for lamb 
exports would result in the farm gate prices lifting by 27 
per cent. A revaluation would cause the lamb price to 
decrease by 22 per cent. In practice the exercise is more 
complicated with market prices altering in addition to the 
exchange rate effect. However, it is clear that exchange 
rate or market price movements will be magnified when 
reflected back to farm gate prices particularly for meat 
products." 

S e c t i o n  3 
The I n d e b t e d n e s s  o f  C a n t e r b u r y  F a r m e r s  
A s  l e v e l s  o f  i n d e b t e d n e s s  h a v e  a n  i m p o r t a n t  b e a r i n g  on t h e  
v i a b i l i t y  o f  a farm some s u r v e y  s t a t i s t i c s  on t h e  l e v e l s  o f  
i n d e b t e d n e s s  o f  C a n t e r b u r y  farmers are  s e t  o u t  i n  A p p e n d i c e s  
R-Y. 
I t  s h o u l d  b e  n o t e d  t h a t  d u e  i n  p a r t i c u l a r  t o  t h e  h i g h  
c a p i t a l  o v e r h e a d s  o f  a r a b l e  f a r m s  i n  p a r t i c u l a r ,  a v e r a g e  
l o a n s  o f  C a n t e r b u r y  farmers o v e r  t h e  f i v e  y e a r  p e r i o d  
1982-86 h a v e  b e e n  c o n s i s t e n t l y  a b o v e  t h e  N e w  Z e a l a n d  
a v e r a g e .  
I n  t h e  m a i n l y  d a i r y i n g  C a n t e r b u r y  f a r m s  42 p e r c e n t  i n  
1986 h a d  l o a n s  b e t w e e n  $ 1 0 0 , 0 0 1  a n d  $ 2 5 0 , 0 0 0 ;  2 5  p e r c e n t  
h a d  n o  l o a n s .  
Of  t h e  m a i n l y  s h e e p - b e e f  f a r m s ,  27  p e r c e n t  h a d  $ 1 0 0 , 0 0 1 -  
$ 2 5 0 , 0 0 0  l o a n s ;  22  p e r c e n t  h a d  n o  l o a n s ,  w h i l e  1 7  
p e r c e n t  h a d  l o a n s  b e t w e e n  $ 5 0 , 0 0 1  a n d  $ 1 0 0 , 0 0 0 ,  a n d  
b e t w e e n  $ 2 5 0 , 0 0 1  a n d  $ 5 0 0 , 0 0 0 .  
O f  t h e  m a i n l y  c r o p p i n g  f a r m s  26 p e r c e n t  h a d  l o a n s  
b e t w e e n  $ 2 5 0 , 0 0 1  a n d  $ 5 0 0 , 0 0 0  w h i l e  1 5  p e r c e n t  h a d  l o a n s  
i n  e x c e s s  o f  $ 5 0 0 , 0 0 0 .  
- O f  s m a l l  f a r m s  ( l e s s  t h a n  1 0 0  h e c t a r e s )  3 2  p e r c e n t  h a d  
n o  l o a n s  a n d  32 p e r c e n t  h a d  l o a n s  o f  b e t w e e n  $ 1  a n d  
$ 5 0 , 0 0 0 .  
O f  medium s i z e d  farms ( b e t w e e n  1 0 1  a n d  300 h e c t a r e s )  3 2  
p e r c e n t  h a d  l o a n s  o f  $ 1 0 0 , 0 0 0  - $ 2 5 0 , 0 0 0 .  Twenty-one 
p e r c e n t  h a d  n o  l o a n s .  
O f  t h e  l a r g e  farms ( o v e r  300  h e c t a r e s )  30 p e r c e n t  h a d  
l o a n s  o f  $ 1 0 0 , 0 0 1  t o  $ 2 5 0 , 0 0 0  a n d  30 p e r c e n t  h a d  l o a n s  
o f  b e t w e e n  $ 2 5 0 , 0 0 1  a n d  $ 5 0 0 , 0 0 0  a n d  5 p e r c e n t  h a d  l o a n s  
o f  o v e r  $ 0 . 5  m i l l i o n .  
When a v e r a g e  l o a n s  are c o n s i d e r e d ,  t h e  S u r v e y s  r e v e a l  
t h a t  a v e r a g e  l o a n s  i n  1 9 8 6  o f  m a i n l y  d a i r y  farmers i n  
C a n t e r b u r y  w e r e  $ 1 1 0 , 3 0 0 ;  m a i n l y  s h e e p - b e e f  $ 1 2 4 , 5 0 0  a n d  
m a i n l y  c r o p p i n g  $ 2 2 0 , 8 0 0 .  
The a v e r a g e  l o a n s  o f  C a n t e r b u r y  ' s m a l l '  farms t o t a l l e d  
$ 4 6 , 0 0 0 ,  medium farms $ 1 4 1 , 4 0 0  a n d  l a r g e  farms $ 1 9 3 , 0 0 0 .  
When l o a n s  are  a s s e s s e d  by  a g e  o f  farmer, i t  is i n t e r e s -  
t i n g  t o  n o t e  t h a t  t h e  a v e r a g e  l o a n  o f  C a n t e r b u r y  farmers 
u n d e r  36 y e a r s  o f  a g e  w a s ,  i n  1 9 8 6 ,  $ 1 8 3 , 4 0 0 ;  t h o s e  
b e t w e e n  3 6  y e a r s  a n d  50 y e a r s  o f  a g e  $ 1 5 8 , 4 0 0 ;  t h o s e  51- 
6 0  y e a r s  $ 7 1 , 8 0 0  a n d  t h o s e  o v e r  SO y e a r s  $ 3 8 , 0 0 0 .  

Section 4 
Equity Levels Among Canterbury Farms 
During the course of this investigation into the financial 
position of Canterbury farming attention was directed at 
equity levels. The questions was naturally asked 'What is 
the significance of falling levels of equity?' 
In brief, the answer would appear to be that falling levels 
of farm equity: 
1. Reduce the borrowing power of the farmer. 
2. Imply greater risks in financial operations. 
3. Reduced asset values imply they have to perform at a 
higher rate. 
4. The surplus earmarked for a farmer's retirement fund 
is eroded. 
The NZ Meat and Wool Boards' Economic Service was asked if 
it could supply data on equity levels of Canterbury farms. 
The Director, Mr Neil Taylor kindly agreed to our request. 
His response was as follows: 
"The attached three figures and table show the actual shift 
in equity distributions from June 1984 to June 1986 among 
the estimated 4,100 full time commercial sheep, beef and 
cropping farms in Canterbury, The reduction in equity has 
come from falling land values, stock values and in some 
instances increasing debt. 
As a broad generalisation when equity levels fall below 50 
per cent then debt repayment and interest expenditure become 
critical. High interest rates exacerbate the situation and 
place more farmers at risk. 
EQUITY: At June 1984, 12.7 per cent of 520 farms were 
in a situation with equity levels of 50 per 
cent or less. With the fall in land and stock 
values by June 1986, 34.9 per cent or 1430 
farms were in a situation with equity levels 
of less than 50 per cent. Further, while no 
farms were in a zero or negative equity 
position at June 1984, 10.4 per cent or 430 
farms were in this zero to negative equity 
situation at June 1986. The situation is 
thought to remain unchanged at June 1987. 
I N T E R E S T :  Interest expenditure as a percentage of gross 
income is an important statistic when 
considering debt-equity levels. Overall in 
the farming year ending in June 1984 interest 
expenditure was equal to 21 per cent of gross 
farm income. For the year ending June 1986 
this had increased to 25.9 per cent. 
Indications are that interest expenditure for 
the year to June 1987 increased to 27 per cent 
of gross income. 
Interest expenditure levels at the regional 
level are important for two reasons. Firstly 
interest payments usually cannot be deferred 
and have a high priority as committed 
expenditure. Secondly increasing payments 
imply there is less money available to 
purchase goods and services from the local 
rural service industries. 
The accompanying table shows that for farms 
with 50 per cent or less equity that between 
1983-84 and 1985-86 interest expenditure 
increased from 32 to 41 per cent of gross farm 
income. The table also clearly shows that as 
equity levels improve interest expenditure 
becomes less critical. Those farms with high 
equity, (80 per cent or more) though only 9 
per cent of the farms, are in a relatively 
strong position. 
EQUITY LEVEL: Finally the table shows that the average 
equity level for those farms in the 50 per 
cent or less equity group fell from 36.1 per 
cent to 21.8 per cent between June 1984 and 
June 1986. 
I n t  eret t  as a % Average 
% af Farms of Gross Iycome Equi ty  % 
~ q u i t y  % X m  1983-slr 19es-135~ T 3 ~ j - 3 4  ~ 8 3 - 8 6 p  
50 o r  less 12.7 34 ,9  32.0 41.0 36.1 21.5 
51 9.63 21.2 22.5 30.2 22.7 59.2  57.5 
66 - 80 22.0 14, 9 22.1 20.1 72.1 75.0 
81 - 95 34.4 21.2 10.5 7.1 88.5 33.0 
9 5 9.6 6 . 4  1.9 2.0 93.2 98.0 
TOTAL 100,O 100,O 21, Q 25.9 72.7 58,2 
Scdrce: N*Za Meat & Wool 9cardsf Econmic Service 
Sheep & Eeef F a m  Survey, 
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Section 5 
A Profile of Canterbury Farms Affected 
by Financial Difficulties 
It has been suggested that an attempt should be made to list 
a profile of Canterbury farms which could be described as 
being in financial difficulty. 
From discussions with various consultants, financial 
advisers and financiers the following characteristics would 
appear to be common to many of the farms in this category. 
However, no claim is made that the list is exhaustive nor 
can it be said that the factor mentioned is characteristic 
of every farm in financial trouble. In compiling the list 
we are not unaware of factors beyond the farm gate and 
beyond the control of the farmer. 
For what it is worth the following list would appear to 
contain some of the characteristics of farms and farmers 
classified as being in a 'financially difficult situation'. 
1. The standard of management of land, labour and capital 
resources would appear to be a dominant factor in the 
view of most authorities who were approached. Many of 
the other points in this list are consequences of this 
over-riding factor. 
2. For instance, when farm working expenses exceed a 
certain proportion of gross farm income the enterprise 
tends to be in trouble financially. 
3. In the view of some lack of scale is an important 
factor. If a farm is in the below average scale 
bracket there must be above average ability or below 
average debt or both for the farm to survive. 
4. In situations of low profitability the level of 
personal drawings is a critical factor. One chartered 
accountant suggested that over a period of years 
personal drawings should not exceed 46 per cent of the 
farm's net income. 
5. One authority said many farms in difficulty not only 
have a high debt level but the debt lacks certain 
qualities. What has been described by one chartered 
accountant as 'Good Debt' is of relatively long term; 
has an interest rate relatively low; the mortgagee is 
stable and substantial; the debt can be renewed well 
in advance; the cost of renewing the debt is not 
unduly high; the annual principal repayments are 
either nil, reasonable or negotiable; provided other 
financial ratios and profitability are reasonable, the 
mortgagee is agreeable to increasing the debt further 
if requested on similar terms; and finally the 
relationship between the farmer and the 'mortgagee is 
a professional one and not a threatening one'. 
6. In the view of one farm accountant many unsuccessful 
farmers have not got adequate control of their cash 
position and this usually implies sound consistent- 
profitability is not being achieved. 
Another farm consultant affirmed that many Canterbury 
farmers in financial trouble suffer from an 
unsatisfactory system of payment for their farm 
output. Arable farmers in particular were cited as 
being a group many of whom suffer severely from the 
fact that in some cases they do not receive full 
payment until a period extending sometimes to as long 
as 18 months. In an environment of high interest 
rates this can be a serious handicap to a farm's 
financial viability. 
8. Many unsuccessful farmers not only lack 'good debt' 
but they are indebted to a multiplicity of 
institutions. Not only is the type of debt 
unsatisfactory but in most cases it tends to be 
excessive in relation to the farm's assets. 
9. Many financially troubled farms are ones that some 
authorities consider were bought at what is generally 
regarded as an excessive price. However, in the 
climate of rising land prices at the time they were 
purchased, optimism regarding the future was at a high 
level. 
10. Cases were cited of unsuccessful farmers who 
endeavoured to change their pattern of farming too 
frequently. Again these comments tended to be 
directed at the arable farming sector. 
11. In general it would seem that an important 
characteristic of financial failure was 'Excessive 
debt, certainly in a high interest rate' regime. 
12. Finally, it is important to add that in summing up the 
characteristics of financially troubled farms in 
Canterbury there appeared to be no connection with any 
particular farmer age group nor any particular 
district. There was however one financier who put 
forward the view that arable farmers in mid-Canterbury 
appeared to be more prone to getting into financial 
difficulty. 
Section 6 
Some Conclusions 
This brief investigation has shown, inter alia, that: 
1. Canterbury farmers have been experiencing over recent 
.years a situation that for almost all has not been 
encountered before. 
This situation has been caused by a variety of factors 
including a fall in the real prices for farm output 
and the value of farm land and capital; nominal and 
real interest rates have risen to high levels largely 
through excessive budget deficits; the Mew Zealand 
exchange rate has risen to a level well above that 
recorded after the free float in March 1985; farm 
input price escalation has continued although the rate 
of increase has decelerated. 
3. As with farms in other parts of New Zealand, those in 
Canterbury have been affected but with the higher 
proportion of arable farming the impact has been more 
noticeable. 
4.  Arable farming with its higher overheads and more 
adverse terms of trade has been severely affected. 
5 .  The severity of impact has been related to the 
existing level and source of indebtedness, the size of 
the operation, the extent of cash flow generated, 
decisions on the pattern of production and the extent 
to which reductions in expenditure have been achieved. 
6. The new regime has caused the emergence of distinct 
groups or classifications of farms. For instance, 
farms with low indebtedness and substantial size have 
continued to generate reasonable profits. At the 
other extreme, there is a group of farmers whose 
position has deteriorated, in many cases as a result 
of very high interest rates. 
7 .  In between these two extremes of the farm spectrum are 
those farms that, although not notably profitable, can 
be classified as 'traditional survivors'. There is 
another group usually successful but which are 
encountering temporary problems. 
8 .  In the top 'box' there are farmers who, like many in 
the non-farm sector, are said to have benefitted from 
the high interest rates and the share market boom. 
(The subsequent fall in share prices may have altered 
their position somewhat!) 
9. The Rural Bank's Discounting Scheme has encountered 
criticism from some lenders but on balance it has been 
praised. However, it is appropriate for only a small 
percentage of all farmers - but of those who applied 
in the Canterbury Region slightly more than two-thirds 
were successful. Those who were not successful were 
either shown after an analysis of their budgets to be 
in too weak a position or in no need of the scheme. 
10. One of the spin-offs of the Discount Scheme has been 
the bringing together of farmers and creditors. Even 
in cases where the Scheme was not approved the 
resulting meetings have had a desirable effect on such 
factors as debt restructuring, a decision to sell, 
etc. Cases were cited of 'managed' exits from the 
industry that had been in the best interests of the 
farmer and were a direct result of the meetings with 
financiers. 
11. From discussions with lending institutions it was 
apparent that a surprising degree of sympathy, 
goodwill and tolerance prevails. This is a very 
precious situation and nothing must be done to destroy 
it if necessary changes are to be effected. 
While it was obvious that lending institutions were of 
the view that the economic climate of recent years had 
accentuated the problems of those farmers whose 
position was already shaky, they were not unaware that 
other farmers, traditionally highly rated, were also 
being affected. They were most anxious that those 
farmers should not become casualties of the current 
policies. 
13. The situation of arable farmers has evoked special 
concern amongst lenders. Many cited causes such as 
the burden of financing unsold output, expensive 
inputs and overheads and lack of any price 
stabilisation schemes as causes of the serious 
situation of many arable farmers. 
14. Whilst the financial institutions were aware that 
alternative production programmes were available to 
arable farmers they were apprehensive of some of their 
clients being keen to change their production pattern. 
This resistance was due to factors such as high 
livestock prices and the inability to dispose of 
expensive redundant machinery at reasonable prices. 
15. Regarding sources of finance it was obvious that those 
farmers borrowing family finance were enjoying the 
benefit of lowest interest rates. Next came those 
indebted to the Rural Bank. Admittedly the Bank has 
increased gradually 1 %  per annum) its rate of 
interest, but for most farmers the Bank's rate is 
still below those prevailing in the 'open market'. 
16. The problem of the shortening of the term for farm 
finance showed up during enquiries. All too 
frequently the reference was to farmers who were 
facing renewal of mortgages especially those farmers 
who were not clients of the Rural Bank - an 
institution that has retained its long-term lending 
policy. 
17. We learned of some non-Rural Bank clients who were 
facing the prospect of not being able to renew their 
mortgages. This prospect was having a serious effect 
on their day to day effectiveness and general morale. 
The situation could precipitate an embarrassingly 
rapid exit from the industry. 
18. Whilst it would be unwise to generalise it would 
appear that those farmers in receipt of good financial 
advice have fared better than those who still regard 
accountants merely as 'tax return compilers'. For 
instance, where a financial consultant 'nags, cajoles 
and persuades' farmer clients to justify every dollar 
of expenditure remarkable reductions in outlay have 
been effected. 
19. This Survey did not have an opportunity to investigate 
deeply a range of other factors that impinge on the 
success or failure of a farm in the difficult 
financial climate of recent years. However, it was 
obvious from discussions with farm accountants, 
advisers, and financiers that the farmer's spouse was 
a key figure in the fortunes of the farming 
enterprise. Instances were also cited where the 
spouses possessed professional skills and had taken up 
employment that utilises their qualifications. 
20. We detected a mood of cynicism towards some of the 
advice received by some farmers. This is unfortunate 
and it is hoped that it is applicable to the minority. 
What it does demonstrate is that in the ultimate it is 
the farm owner who must make the crucial decisions 
relating to production, financing, etc. but only after 
the best available information is given to them. 
21. Whilst it was generally agreed that government 
financial and free market policies were responsible in 
large part for the plight of some farmers, there was a 
remarkable absence of criticism of these policies from 
those we interviewed. The finance sector considers 
that government must accelerate its policy of 
liberalising imports to ensure that Canterbury farmers 
have access to the latest technology and inputs at 
prices and quality at least equal to those available 
to their competitors in other countries. 
22. Some financiers suggested the need for considering the 
introduction by government of special measures to 
reduce the distress incurred by those farmers forced 
to move off their farms. In making these suggestions 
they were conscious of the present anti-subsidy policy 
and the need to avoid any measures that could be 
capitalised into farmland values. One financier 
suggested that consideration should be given to 
assisting affected farm families in their housing 
needs. Our attention was drawn to draft legislation 
being currently considered by the US House of 
Representatives Agriculture Committee. If implemented 
it would, inter alia, provide homestead protection for 
any eligible borrower to retain the right to occupy, 
purchase or lease the principal residence and up to 10 
adjoining acres. This proposal might have application 
in certain cases in New Zealand where a farmer is 
forced to withdraw from his farming business. 
Several of those consulted emphasised the advantages 
of greater dialogue in formulating policies that were 
based on the experiences of the rural industries in 
other countries especially the United States. Whilst 
New Zealand and United States farming industries are 
distinctly different in many respects they are now 
encountering problems that are very similar. There is 
also an urgent need for a venue where small groups of 
farmers can go in utmost privacy to take part in 
seminars where specialists can impart to them advice 
and guidance on financial matters - the proposed 
Lincoln College Seminar Centre could be an ideal 
venue. 
24. There was general agreement that internal inflation 
was a basic cause of the troubles affecting the 
farming industry. The belief was that government must 
continue to attack the basic causes by reducing the 
budget deficit which most considered was causing the 
excessively high interest rates and in turn attracting 
overseas investors. The action of the latter was in 
turn causing the NZ$ to be in excess demand and hence 
forcing its price higher to the detriment of the 
export sector. 
25. Financiers, like their farmer clients, considered that 
government must free up the labour market in New 
Zealand to assist the export sector to enhance its 
competitive position. 
26. Some authorities considered that one of the problems 
affecting some of their clients was their failure to 
adapt to change, especially the dramatic changes in 
the last few years. Many sectors were being educated 
to adjust to change - was the farm sector being given 
adequate tuition? 
27. Others emphasised that farming in the Canterbury 
region would always be a 'hazardous' operation. They 
cited the droughts and floods in recent time and the 
adverse effects on many clients. The suggestion by 
some weather experts that the 1987-88 season could 
include a serious drought has caused apprehension 
amongst financiers and advisors. 
28. Off-farm investment has increased. To some financiers 
this is of concern - to others it reflects an 
awakening of farmers to investment opportunities off 
the farm. It is a confirmation that no longer is the 
farm regarded by some farmers as their bank. 
29. Off-shore borrowing by some Canterbury farmers has 
placed some in difficulties but to a few the operation 
has proved very worthwhile. For these latter farmers 
it is one of the few advantages they have gained from 
the firming of the NZ$. Fluctuations in the exchange 
rate should be heeded as a warning to any would-be 
off-shore farmer borrower. Exchange rate volatility 
can be a serious threat to off-shore borrowing by the 
farm sector. 
30. It is the view of some farm consultants that some 
lenders could have made a gesture to their farmer 
borrowers by reducing the interest rate by say 5 % .  
Such a move could have been of real value. On the 
other hand these advisors conceded that lenders to the 
farm sector must be free to place their money where it 
yields the highest return. They also admit that 
family lenders and the Rural Bank have adopted 
valuable concessionary stances. 
31. Some financiers expressed concern at the action of 
some militant farmer groups in obstructing farm sales 
in 1986. However, they believe this climate of 
opinion is now changed and that there is now a better 
appreciation of what course is in the best interests 
of a farm in financial distress. They believe this is 
a welcome improvement in farmer-lender relations. 
Nevertheless, they are still apprehensive of the long- 
term effect of such obstructionist tactics on the 
attitude of lenders to the farming industry. 
32. Study of so-called average figures does not convey a 
realistic picture of the farm finance situation in 
Canterbury. In many cases a bimodal or quadri-modal 
situation has developed with each group having special 
characteristics. Over time there appears, in the view 
of some, to have been a rapid change of the 
classification of those farmers in financial trouble. 
For example, whereas sheep-beef farmers were 
considered to be in the worst trouble this situation 
has changed. Arable farmers are, in Canterbury, 
clearly in greatest trouble. Some have suggested that 
the position at present occupied by arable farming 
could be taken over by the dairy producers in the 
future. This fluidity was commented on by several of 
those interviewed. 
33. There has been a significant fall in the sale price of 
farmland in Canterbury particularly over the last two 
years. These are shown in Appendix P. On the other 
hand, properties close to the large city areas have 
not fallen to the same extent. 
34. Some farmers in Canterbury involved in irrigation 
schemes are in financial trouble not so much through 
escalation of water charges as the rise in the 
interest rate, inflation and to a lesser degree, 
miscalculation of some of the capital costs. It could 
be said that these factors were beyond the control of 
the farmers concerned. While it is true that these 
farmers elected to adopt and enter the schemes, it 
must be remembered that the elections were held in 
some cases in the early 1970's when interest rates 
were considerably lower. The government's 
announcement on 22 August 1987 that the new Waiau 
water scheme charges would be $68 per hectare appear 
to be excessive for many of the members of this 
scheme. Just as high cost machinery is a burden to 
many dryland arable farmers, overhead charges are 
proving a real handicap to irrigators, coming as they 
do on top of large rises in charges such as interest 
rates. We cannot believe government would wish to 
damage seriously the prospects of the farms involved. 
There would appear to be a case for an immediate 
review of the government's decision in the light of 
new economic data available. 
35. Some consultants referred to the multiplicity of 
lenders involved with some cropping farmers especially 
in the seasonal finance area. They considered that 
such a situation was an indication of financial 
pressures being imposed on a farmer. This situation 
is similar to the findings of the research into farm 
indebtedness carried out by the Mew Zealand Meat and 
Wool Board's Economic Service some years ago. 
36. To some financiers the financial position of farmers 
is determined largely by the degree of financial 
supervision carried out by their lenders. 
37. With the improvement in the financial position of 
sheep-beef farmers some lenders predict that some 
farmers will have a tax problem in February 1988. 
38. Some financiers have been enlightened enough to 
recommend, and arrange for stress counselling to 
assist farmers in financial trouble. They report very 
favourably on the results achieved. 
39. Liberalisation of subdivision rules in some counties 
has financially assisted some farmers. The Valuation 
Department staff consider that 'if you can fragment 
property you will get for it what you would have got 
for it in 1984'. 
40. They suggest that an orderly exit of farmers in 
financial difficulties is now showing up on their 
'screens'. But they hasten to add that trends in 
values have not bottomed out yet. The amount of money 
available determines whether a land transaction goes 
ahead. 
41. It was the opinion of some we interviewed that there 
was a new generation of farmers emerging in Canterbury 
who were increasingly aware of new alternative land 
uses such as horticulture, fruitgrowing, grapegrowing, 
deer farming, goat farming, pony raising, etc. These 
younger farmers were prepared to take up increased 
debt and their decisions were impacting on land values 
in the region, especially those close to large cities. 
42. It was the view of some with whom we spoke that some 
farmers were unaware of social welfare benefits for 
which they could legitimately qualify. We were 
reminded of the information contained in the Rural 
Policy Statement of 2 July 1986. However, we have 
decided against including quotations from this 
government announcement as we were informed 
subsequently that it contained information which in 
some cases was not accurate. Instead of repeating 
some of the Policy Statement here it was decided to 
request an up-dated version. When this Report was 
finalised the new Statement had not been received. 
43. It was the view of some authorities that insufficient 
note has been taken by farmers of some parts of 
government's offer as outlined on p. 31 of the 
Statement on Rural Policy 2 July 1986. 
"The p r i v a t e  s e c t o r  has  a  f arge  r o l e  t o  p l a y  i n  
f a c i l i t a t i n g  p r i v a t e  s e c t o r  r e s t r u c t u r i n g ,  and e a s i n g  
farmers' l i q u i d i t y  problems,  on a  c a s e  b y  c a s e  
commercial b a s i s .  The Government e n v i s a g e s  t h a t  out  
o f  t h e s e  e f f o r t s ,  a  p o s s i b i l i t y  e x i s t s  t h a t  p r o p o s a l s  
may emerge o f  w i d e r  s i g n i f i c a n c e  which could  p l a y  
v a l u a b l e  r o l e s  in h e l p i n g  forward a  s u c c e s s f u l  
r e s t r u c t u r i n g  p r o c e s s .  Indeed i t  may w e l l  be  t h a t ,  
through t h e  a p p l i c a t i o n  o f  r e s o u r c e s  and knowledge,  
t h e  p r i v a t e  s e c t o r  w i l l  d e v e l o p  f r e s h  i n s i g h t s  i n t o  
some o f  t h e  problems,  and t h e  means b y  which t h e y  can 
b e  t a c k l e d  most  s u c c e s s f u l l y .  
The Government t h e r e f o r e  s t a n d s  r e a d y  t o  p a r t i c i p a t e  
i n  p r i v a t e  s e c t o r  i n i t i a t i v e s  which f a c i l i t a t e  t h e  
r e s t r u c t u r i n g  o f  farm d e b t .  The Government would a l s o  
welcome i t  i f  farmer o r g a n i s a t i o n s  were a b l e  f o  f i n d  
ways t o  s t i m u l a t e  a p p r o p r i a t e  p r o p o s a l s  i n  
c o l l a b o r a t i o n  w i t h  t h e  p r i v a t e  s e c t o r ,  and i n  t h e  
i n t e r e s t s  o f  a l l  p a r t i e s .  Any such i n i t i a t i v e s  which 
a r e  i n  l i n e  w i t h  Government economic and a g r i c u l t u r a l  
p o l i c i e s ,  where t h e y  s e e k  t o  e n l i s t  Government h e l p ,  
w i l l  b e  u r g e n t l y  and s y m p a t h e t i c a l l y  c o n s i d e r e d .  " 
44. It became clear during the course of interviews that 
the finance institutions would have nothing to gain by 
withdrawing their resources from farming in the 
Canterbury region. In fact, they would lose heavily. 
They should advise their Head Offices accordingly and 
suggest that specialised services from their 
headquarters should be made available to assist 
Branches in their efforts to resolve problems with 
individual farmer clients. 
45. It was the view of some chartered accountants that 
undue emphasis should not be placed on the importance 
of capital values of farmland. Once productive values 
reassert themselves as a result of the operations of 
appropriate monetary and fiscal policies, farmland 
values will correct themselves. 
46. In discussions with numerous financial advisors it was 
increasingly apparent that in assessing the financial 
situation of farmers, attention is no longer paid to 
the so called 'average'. It was clear that farmers 
were being classified into labelled 'boxes' that 
depicted distinct situations. One advisor for 
instance quoted the case of what he regarded as a 
typical cross-section. There were 33 Canterbury 
farmers in the particular sample. They were 
classified as follows: 
Box 1. (2 farmers, 6% of total) Farmers who were in 
trouble financially. They were in trouble 10 
years ago - they were poor then and remain so. 
When land values were rising they used the 
increasing equity to secure more finance. 
Instead of trying to reduce their liabilities 
they chose to pay higher amounts of interest. 
Box 2. (7 farmers, 21% of total) These farmers are 
in trouble but probably only temporarily. 
They could well recover. 
Box 3. (16 farmers, 49% of total) These farmers are 
described as 'struggling' - it includes those 
who have entered into development projects 
over the last four years or so, and/or 
irrigation schemes. They have been caught by 
the level of their borrowing. 
Box 4. (8 farmers, 24% of total) These farmers are 
described as 'very sound'. They are in credit 
more often than they are in debt. They make 
their money work for them by investing in 
short-term deposits. They are continually 
carrying out cash flow exercises. They make 
money from interest received and have no hard- 
core borrowings. 
Of those Canterbury farmers classified in the 
'critical' group one advisor commented that under 
current government monetary and economic policy there 
was really no such process as 'painless removal'. He 
thought that those in this category who had already 
left the industry were fortunate. The ones who are 
staying on were, in his view, 'destroying their 
lives'. He believed they must find a new life off the 
farm. It would be quite wrong to institute a 
mortgage relief policy. 
48. If 6 per cent were taken as the over-all average 
proportion of Canterbury farmers in the 'critical' or 
'in-trouble' box it would mean that over the whole 
province there are between 300-400 farmers in this 
category. 
In a preliminary analysis of Lincoln College survey 
data of farmers responses to economic restructuring in 
Hurunui and Clutpa counties, the following responses 
were disclosed. They reveal the farmers own 
perceptions of their financial situation. Although 
the results from the two counties are not shown 
separately the numbers and response patterns were 
almost the same. They were as follows: 
Sound position, no need to make 
significant adjustments 
Delicate position, can hold on with 
minor adjustments 
Difficult situation, have to make 
some major adjustments 
Crisis situation, may not survive. 
375 responses 
9 no responses 
1 P. 19 Farmers ' Responses to Economic 
Restructuring, J.R. Fairweather, July 1987.  AERU 
Research Report No. 187.. 
The author of the report added the following comments: 
"It is clear ... that a significant proportion of 
respondents were in a serious financial situation in 
August and September of 1986. While it can be argued 
that some respondents may have been over-reacting and 
exaggerated the description of their situation it is 
equally likely that some respondents would knowingly 
or even unknowingly understate their situation. On 
balance the data give a reasonable indication of how 
difficult farmers were finding the 1986/87 financial 
year. " 
49. The question has been asked 'If the total rural 
indebtedness in New Zealand is assumed to be at least 
$8 billion, what is the corresponding figure for the 
Canterbury province'. Based on data derived from the 
Lincoln College Survey of Farmer Intentions and 
Opinions the total rural indebtedness in the 
Canterbury province is around $1.2 billion. 
50. One financial specialist with whom we spoke commented 
that in the assessment of financial data relating to 
the operations of farms in the Canterbury province, 
regard must be had to two seasons in particular. The 
1983 year was probably the worst year for some time. 
Estimated total farm capital dropped by 43% while 
total term debt rose by 17% (Appendix H). This was 
far worse than the 1986 year when estimated total farm 
capital dropped by 17% while total farm debt rose by 3 
per cent. The other season, 1985 was one of the best 
and any comparisons must have regard to this fact. 
During the course of this investigation contact was 
made with the office of the Official Assignee in 
Canterbury. We were advised that the farm sector has 
not made any significant impact on bankruptcy 
statistics for the province. Of 128 bankruptcies in 
Canterbury in the year ended 31 March 1987 six were 
farmers . Even these few were described by the 
Official Assignee as 'a new phenomenon'. He added 'we 
have not found any conscientious farmers who have 
become bankrupt'. The official assignee did add that 
his office did not deal with any farmers classified as 
financially insolvent. 
52. Despite the endorsement that the financial and 
advisory services are giving to what has become known 
as 'Rogernomics', several with whom we spoke commented 
on the failure so far to achieve a significant decline 
in interest rates, a fall in the $NZ and a decline in 
the rate of increase in internal inflation (as 
measured by the Consumer Price Index) (see Appendices 
Za,  Zb and Zc). All expressed their grave concern at 
the likely consequences to Canterbury farming if these 
trends were not reversed urgently. 
53. While there appeared to be no lack of sympathy for 
those farmers classified as being in the 'critical 
box', all with whom we spoke were emphatic that 
priority be accorded those in the other boxes to 
ensure that their position does not deteriorate. 
54. Externally the products of Canterbury farms 
encountered during the period July 1984 to mid-1986 a 
deterioration in the prices of primary products. This 
situation is recorded in the 'Index of Primary 
Commodity Prices All Commodities' as prepared and 
published for the staff of the International Monetary 
Fund in Washington DC (see Appendix Zd). This 
downturn in world market prices was concurrent with 
the deterioration of the internal production climate 
for New Zealand primary producers. By September 1987 
the index had recovered only slightly. 
55. Data disclosed in this report discloses a 
deterioration in the equity position of many 
Canterbury farms in the period 1984-87. As mentioned 
this trend has important implications for the present 
and future financial position of these farms. 

Section 7 
Recommendations 
Arising from this brief investigation into the financial 
position of farming in Canterbury, the following 
recommendations would merit consideration. 
1. There is urgent need for a continuous objective 
monitoring of the financial condition of Canterbury 
agriculture. For instance, data on all aspects of 
arable farming such as wheatgrowing is needed. This 
information was previously available but the survey 
work was suspended when the Wheat Board's operations 
were concluded in 1986. That 'It is too late to hire 
a fire brigade when a fire has already broken out' 
would be a suitable analogy. 
2. There is a need to develop more dialogue between 
creditors and farmers in financial trouble. Reference 
should be made to the experience of United States 
groups and also the Rural Bank's Discountkng Scheme 
here in New Zealand. Farm Credit Mediation offers a 
facility that has important potential in the present 
financial situation of numerous farms throughout the 
Canterbury province. 
3. Urgent research should begin into other ways and means 
by which farms in financial difficulties can be 
transferred to new owners. The provision of housing 
assistance should be considered as a possible means of 
facilitating a managed exit from the farming industry 
for those farmers in the 'critical' category. 
4. Investigation should be undertaken into current 
subdivisional ordinances relating to land in the 15 
counties throughout Canterbury. This could be 
regarded as a possible source of additional funds 
urgently required to assist some farmers in financial 
difficulty. 
5 .  Canterbury has a higher proportion of arable farms 
than any other area in New Zealand. Studies should be 
undertaken on ways by which risks in this type of 
farming can be minimised and means evolved that would 
reduce the financial demands inherent in such 
ventures. Risk management studies are as relevant to 
agriculture as they are to the industrial, commercial 
and financial sector. 
2.  See Farm Credit Mediation Evaluation Report, 
Minnesota Extension Service, University of 
Minnesota, December 1986. 
6. Government should continue to give top priority to 
reducing its Budget deficit in order to relieve the 
pressures being placed on the demand for money in the 
market and as a consequence the cost of borrowing. 
Other measures urgently requiring attention are an 
acceleration of the decontrol on imports and a freeing 
up of the labour market to achieve a continued 
reduction in the rate of inflation to that achieved by 
New Zealand's trading partners. 
7.  The abovementioned policies should also be pursued 
vigorously so as to achieve a lowering of the value of 
the NZ$ to assist the export sector of which 
Canterbury farming is an important part. 
8. That perception of the debt/asset ratios be revised in 
the light of what prevails in the non-farm sector. 
For instance in the United States 'By January 2, 1984 
the debt-to-assets ratio had risen to 21 per cent for 
the farming industry, and ranged from 38 per cent for 
large farms to 12 per cent for the smallest farms. 
Although rising, these debt-to-asset ratios gre low by 
non-farm business and industry standards'. As one 
chartered accountant commented to us, even if a 
farmer's debt/total capital ratio is 44 per cent, the 
farmer still owns 56 per cent of the farm (i.e. for 
every $100 of assets owned by the farm, $56 is owned 
outright by the farmer, on average). 
9. Concern was expressed that a Survey expressly designed 
to glean 'grassroots' opinions, the Lincoln College 
New Zealand Farmer Intentions and Opinions Survey is 
not now likely to continue due to lack of finance. 
This Survey furnishes important data on farmer 
indebtedness. Several officials recommended that it 
is important that Surveys such as this must continue 
if policy-makers are to be kept informed of the farm 
finance situation and producer opinion. 
10. Several with whom we spoke praised the efforts of the 
Committees that have been handling the situation of 
those farmers in financial trouble. They endorsed the 
discreet but effective methods adopted to try to 
resolve some of the serious human and financial 
problems. They accepted that publicity was not in the 
interests either of the affected farmers or their 
industry. However, some did say that a wider 
involvement of other community groups might create a 
greater awareness of the problems of the farm sector 
and possibly ensure a better chance of success in the 
assistance and advice given. Again reference was made 
3. Tweeten, L. (1985) American Agriculture's Changing 
Structure: New Horizons for Extension Education, 
NCR Farm Management Workshop. 
to some rural areas in the United States where 
assessment and assistance schemes appear to be 
organised in a more comprehensive manner. Several 
emphasised that 'neutral' agencies such as Lincoln 
College should be involved to a greater extent in 
assessing, monitoring and assisting the farming 
industry in Canterbury. 
11. This investigation has taken place at a time when 
government is planning the restructuring of the Rural 
Banking and Finance Corporation of New Zealand. The 
Rural Bank and its forerunner, the State Advances 
Corporation of New Zealand, have always had a major 
role in the financing of New Zealand agriculture. It 
is timely to make the point that one of the original 
reasons for the establishment of a state rural bank in 
the 1890s was to curb the upward pressures on interest 
rates at the time. Thus the Bank became an instrument 
of government economic and financial policy and in the 
years since the Bank has continued to discharge these 
responsibilities. 
No details are yet available on the role of the Bank 
after 31 March 1988. Several with whom we spoke 
during this research expressed the hope that the 
Bank's role would not become one of being merely a 
commercial lending organisation. The problems 
referred to in this report and affecting farming in 
Canterbury merit the attention of an over-all 
authority in which specific national responsibilities 
are vested in respect of the financing of the land- 
based industries in New Zealand. It is recommended 
that the attention of government be drawn to this 
need. If government in its wisdom decides to divest 
the Rural Bank of this responsibility it is strongly 
suggested that it be conferred on another appropriate 
body. 
12. In the light of the difficult financial climate in 
which Canterbury farmers have had to operate over 
recent years greater emphasis in extension work should 
be given to financial management 'know-how' and 
techniques. Seminars should be available to primary 
producers at centres such as Lincoln College where 
they can acquire information and understanding of how 
they can ensure that their financial operations are 
managed with maximum efficiency. The College should 
also become an increasingly important meeting-place 
and discussion centre for all those financiers, 
chartered accountants, farm consultants and others who 
are charged with responsibilities in the financing of 
Canterbury farming. 

APPENDICES 

Appendix A 
Farming in the Canterbury Region - Some Statistics 
YEAR 
Number of Farmers * * * * 5,200 
Area in Grass 
Lucerne or 
Tussock (ha's) 2,688,641 2,672,588 2,634,369 2,613,063 2,582,012 
Crop Area (ha's) 185,572 202,375 221,014 239,407 240,217 
Plantation Area 
(ha's) 49,673 52,592 53,369 54,493 58,266 
Total Area (ha's) 3,369,664 3,362,982 3,348,656 3,351,648 3,353,362 
Total Net Capital 
Expenditure ($000) 110,425 104,090 115,213 123,046 69,740 
Working Owners 11,237 10,511 9,814 9,866 9,444 
Number of Paid 
Permanent 
Employees 2,562 2,762 2,456 2,242 2,052 
* Accurate estimates not available 
Source: Department of Statistics, Agricultural Statistics 
Appendix  B 
L i v e s t o c k  Fa rming  i n  t h e  C a n t e r b u r y  Reg ion  
Some S t a t i s t i c s  
YEAR 
(Number of Head) 1982 1983 1984 1985 1986 
Cows i n  Milk 42,697 46,151 52,708 57,047 63,894 
Total  Dairy Ca t t l e  69,363 73,561 83,849 89,713 102,454 
Total  Pigs 75,590 78,633 92,070 101,698 100,766 
Beef Cows & 
Heifers 115,378 104,595 105,865 106,616 106,626 
Total  Beef C a t t l e  327,163 285,325 296,505 292,834 3 19,240 
Breeding Ewes 8,799,642 8,669,074 8,678,486 8,264,915 7,848,632 
Total  Sheep 11,997,287 11,685,084 11,633,066 10,955,228 11,248,016 
Source: Department of S t a t i s t i c s ,  Agricul tura l  S t a t i s t i c s  
A p p e n d i x  C 
An E s t i m a t e  o f  Wool P r o d u c t i o n  
i n  t h e  C a n t e r b u r y  R e g i o n  
Y E A R  
NZ p e r  h e a d  
P r o d u c t i o y  
( k g / h e a d )  
C a n t e r b u r y  
T o t a l  S h e ~ p  
( m i l l i o n )  
E s t i m a t e  C a n t e r b u r y  
P r o d u c t i o n  ( G r e a s y  
' 0 0 0  t o n n e s )  6 2 . 4 0  6 1 . 9 6  6 0 . 4 8  5 9 . 1 8  5 9 . 6 3  
S o u r c e :  + * N e w  Z e a l a n d  Wool B o a r d  S t a t i s t i c a l  Handbook 
D e p a r t m e n t  o f  S t a t i s t i c s ,  A g r i c u l t u r a l  S t a t i s t i c s  
Appendix D 
A r a b l e  Farming i n  t h e  C a n t e r b u r y  Region 
Some S t a t i s t i c s  
YEAR 
Wheat Area (ha) 39,933 39,767 45,554 49,158 64,742 
Yield (tonnes) 144,499 163,165 205,475 207,142 262,281 
Oats Area (ha) 6,628 11,208 9,716 5,638 7,456 
Yield (tonnes) 20,528 40,679 36,064 19,897 25,031 
Barley Area (ha) 51,164 47,249 71,966 91,281 83,481 
Yield (tonnes) 192,458 193,431 321,083 371,329 319,372 
Peas Area (ha) 13,801 18,063 17,721 18,852 24,021 
Yield (tonnes) 39,542 60,711 61,301 65,222 55,088 
Other Area (ha) - - - - 822 
Yield ( tomes)  - - - - 2,194 
Source: Department of S t a t i s t i c s ,  Agricultural S t a t i s t i c s  
Appendix E 
Arable Product Prices 
$ jtonne 
1986/87 1987/8$ ' 
Wrightson Pynes Watties Canty Wrightson Pynes Watties Canty 
Ma1 t ing Ma1 t ing 
Co C 0 
Wheat 
Milling 200-210 210 - - 240-250 240 - - 
Feed 170-180 165 - - 170-180 180-200 - - 
Barley 
Ma1 t ing - 180 
Feed 150-160 155 - - 150-160 155 
Peas 
Field Peas 300 285 - - 275 2 85 - - 
Freezer - 220-240 - - - 235-255 - 
Oilseed Rape 320 
Sources : 
Canterbury (NZ) Malting Co Ltd - Mr David Thomas 
Wrightson Dalgety - Grain Department 
Pyne Gould Guinness Ltd - Mr Roper Williams 
Watties Industries Ltd - Field Office 
Footnotes 
A11 of 1987/88 prices are "Estimates" 
A p p e n d i x  F 
F a r m l a n d  P r i c e  I n d e x  f o r  N e w  Z e a l a n d  a n d  t h e  
C a n t e r b u r y  D i s t r i c t s  (1976-1986  c a l e n d a r  y e a r s )  
( P r i c e  I n d e x  Base: Y e a r  E n d e d  D e c e m b e r  1980 = 10001 
Y e a r  Ended  N o r t h  C e n t r a l  S o u t h  N e w  
December C a n t e r b u r y  C a n t e r b u r y  C a n t e r b u r y  Z e a l a n d  
S o u r c e :  ' T h e  R u r a l  Real E s t a t e  M a r k e t  i n  N e w  Z e a l a n d  1 9 8 6 '  
H a l f  y e a r  e n d e d  December 1 9 8 6 .  
V a l u a t i o n  D e p a r t m e n t ,  N e w  Z e a l a n d .  
Appendix G 
Class i f i ca t ion  by two major Trading Banks, 
Some o f  the ir  Farmer Clients i n  North and Mid-Canterbury 
over period September 1984 - June 1987 
Category * June Dec June D e c  June Jan Sept 
1987 1986 1986 1985 1985 1985 1984 
No. % No. % No. % N o .  % No. % No. % No. % 
* Classification o f  each Category 
1 "Critical" 
2 "Hardcore" but could come right 
3 Into "Xarcore" for the 1st time 
4 Cleared but wi l l  require further help 
Source: 2 major Trading Banks operating i n  Canterbury 
- 4 8  - 
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N , Z MEAT & WOOL BOARDS ' ECDNOMIC SERVICE 
SHEEP E BEEF FARM SURVEY INCOME E PRCIDIJCTION ESTIMATES 
14-05- 87 HSURV .48@0A PAGE 1 
6.4.240 
PROV I S I ONAL 
1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 
EST1  MATE FORECAST 
1986-87 1987-88 -0 y, 
...................... 
Y 
- 
NO, I N  SAMPLE 
SIJMMARY PER FARM: 
INCOME PER FARM 9 
WOOL AC:COUNT 
SHEEP ACl:l:lVNT 
CATTLE ACC:OIJNT 
DEER ACCOUNT 
GOAT ACCOIJNT 
CASH C:Kl2P ACCOUNT 
O1'HER RCCOUNT 
TOTAL GROSS INCCIME 
EXPENDITURE PER FflRM % 
FERT , L I M E  & SEEDS 
REPAIRS E MAINTENANCE 
INTEREST 
OTHER EXPEND1 TURE 
TOTAL EXPENDITURE 
NET FARM INCOME PER FARM 
REAL NET INCOME PER FARM 
REAL EXFENDITURE/HECTARE 
PRICES P A I D  CHANGE X 
SHEEP % CHANGE 
CATTLE % C:HFINGE 
DEER X C:I-IANGE 
GOATS % CHANGE 
WOOL SOLD PER FARM KG 
NO. EXFORT LAMBS SOLD 
SHEEP STOCK UNITS  
CATTLE STOCIe UNITS 
DEER STOCK UNITS 
GOAT STOCK UNITS 
EFFECTIVE HECTARES 
S.U. PER EFFECTIVE HA, 
34 TONNES FERTIL ISER APPLIED 
D 
N . Z . MEAT L WOOL HOARDS ' ECONOMIC SERVICE PAGE 2 
SHEEP & BEEF FARM SURVEY INCOME & PRODUCTION ESTIMATES 8.4.240 1 ' 
PROVI S I CINAL EST I MATE FOREC:AST 
1980-81 198 1-82 1982-83 1983-84 1984-95 1985-86 1986-87 1987-88 0 
............................................................................................................................... 0 J 
I N  SAMPLE 23 2 4 23 24 22 r k  
- 
SUMPIARY PER FARM: 9. 
n 
INCOME PER FRRM B -0 P, 
WOOL ACCOUNT 17,915 20,213 16,524 20,087 26,542 Ul 
SHEEP ACCCII.INT 23,2@7 24,506 25,640 25,825 34,775 rD 
CATTLE ACCOUNT 1,294 1,378 1,851 2,816 3,449 IU 
DEER AI=COCJNT V 
GClAT ACCOUNT 
CASH CRCIP ACCOUNT 55,523 59,988 94,128 111,463 123,578 
OTHER RCCl3l.INT 1,912 2,915 3,381 3,969 4,664 
--- 
NO. 
TOTAL GROSS INCOME 99,851 109,000 143,524 164,160 193,088 
EXPENDITURE PER FARM 3 
FERT . L I M E  L SEEDS 7,048 10,100 14,571 15,983 23,llZ5 
REPA I RS L MA I NTE:AIANC:E 6,646 7,582 11,511 17,727 10,746 
INTEREST 16,182 20,614 31,554 40,374 41,095 
T H E R  EXPENDITURE 43,362 5(3, 088 70,343 79,014 86,295 
TOTAL EXPEND I TURE 73,288 88,384 127,979 153, 098 161,161 
NET FARM 1NC:ClME PER FARM 26,563 20,616 15,545 11 ,I362 31,847 
REAL NET INCOME PER FARM 13,456 9,003 6,004 4,897 10,563 
REAL EXPENDITURE/HECTARE 142.73 145.09 177.76 197.65 187.57 
PR1C:ES P A I D  CHANGE % 23.0 17.1 10.1 0.3 10.1 
SHEEP X CHANGE 
CATTLE % CHANGE 
DEER X CHANGE 
GOATS % CHANGE 
WOOL SOLD PER FARM XG 
NO. EXF'C1RT LANES SOLD 
SHEEP STOCIC UNITS 
CATTLE STOI:K UNITS 
DEER STOCK UNITS 
GClAT STOCK UNITS 
TOTAL STOCK UNITS 
EFFECTIVE HECTARES. 
S.U. PER EFFECTIVE HA. 
TlIlNNES FERT I L I SER APPL I ED 
N,Z, MERT & WOOL HORRDS' ECONOMIC SERVICE 
SHEEP & REEF FARM SURVEY INCOME & PRODUCTION ESTIMATES 
PAGE 3 
9.4.240 
.m-iY 
CLASS 9 
PROVIS I  ONAL EST I MATE FORECAST 
1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 
---------.------------------------------------------------------------------------------.------------------------------------------- 
NO, I N  SAMPLE 148 148 150 148 143 
01 SUbiMARY PER FARM: 
02 INCOME PER FARM 
WOClL AC:COUNT 
a4 SHEEP ACCOUNT 
05 CATTLE ACCOUNT 
66 DEER ACCOUNT 
07 GDAT ACCO(.INT 
08 CASH CRDP ACCOUNT 
!39 OTHER ACCOlJNT 
18 TOTAL (;ROSS 1NC:CtME 89,196 111,197 114,728 125,8181 156,229 120,1110 138,800 
1 1  EXPENDITURE PER FARM $ 
12 FERT. L I M E  K SEEDS 7, @80 9,193 11,319 11,534 16,345 13,960 15,f!l00 
13 REPAIRS & MAINTENANCE 7,779 9,273 9,969 11,810 11,946 . 8,9@0 9,808 
14 INTEREST 11,859 15,692 21,649 25,535 26,1357 313,501 33,780 
15 OTHER EXPENDITURE 41,969 49,779 58, a29 62,634 78,843 65, I110 76 , 400 
16 TOTAL EXPENDITURE 68,627 83,937 180,957 111,513 125,191 118,300 128,9!40 
17 NET FARM 1NC:CtME PER FARM 28,569 17,260 13,771 14,288 31,038 1,700 9,910 
18 REAL NET 1NC:CIME PER FARM 10,420 7,537 5,319 5,292 10,295 496 2,487 
19 REAL EXPENDITURE/HECTARE 41.86 44.03 48.10 54,69 56.10 46.84 47,43 
20 PRICES P A I D  CHANGE X 23.0 - 17.1 10.1 0.3 10.1 13.2 7.6 
21 SHEEP X CHANGE 
22 CATTLE % CIHANGE 
23 DEER X CHANGE 
24 GOATS X CHANGE 
25 WOOL SOLD PER FARM KC 12,932 11,854 11,019 11,418 12,763 11,453 12,335 
26 NO. EXPORT LAMPS SOLD 1 ,353 1,240 1,261 1 ,284 1,615 1,371 1,272 
27 SHEEP STOCK UNITS 
28 CATTLE STOCK UNITS 
29 DEER STOCK (JNITS 
30 GOAT STOCK UNITS 
31 TOTAL STOC:K UNITS 2,837 2,872 2,9133 2,825 2,874 2,745 - 2,753 
32 EFFEC:TIVE HECTARES 
33 S.U. PER EFFECTIVE Hf3, 
34 TONNES FERT IL ISER APPLIED 44 $6 42.0 39.0 40 .0 43.9 52.3 33.5 
Appendix M: Results o f  Cash Flow Survey o f  Group o f  Canterbury Farms 
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Appendix N: Notes to Survey 
Area 
STOCK UNITS 
CROP AREA 
TF I 
NF I 
INCOME-STOCK PUR. 
TOT. EXP. 
FWE 
F . SERV . 
PERS,TAX & OTHER 
CAPITAL & DEVEL. 
SURPLUS/DEFIC 
POH +/- 
CA ST 
CA PK 
EST L 8 0 
EST S & P 
LIA 
NET ASS 
FWE % INC 
F.SERV. % INC 
- Area in hectares 
- Stock units not including crop equivalent. 
- Crop area in hectares 
- Total Farm Income 
- Non Farm Income 
- Income - Stock Purchases 
- Total expenses not including stock purchases 
- Farm Working Expenses 
- Finance Servicing 
- Personal ,Taxat ion and other 
- Capital and development expenditure 
- Surplus / Deficit 
- Change in produce on hand, start/finlsh 
- Current Account Start 
- Current Account Peak 
- Estimated value of Land and Buildings 
- Estimated value of Stock and Plant 
- Total Liabilities including current liabilities 
- Net Assets 
- Farm working expenses as a % of Income -Stock purch. 
- Finance Servicing as a % of Income - Stock purch. 
, Type: 
BDS - Borderdyke sheep/cattle 
BDD - Borderdyke - Dairy 
DRH - Dryland hill country 
DRP - Dryland plains 
I .C. - Intens~ve cropping 
I.C.I. - Irrigated intensive cropping 
M.C. I. - Irrigated mixed cropping property 
M.C. - Mixed cropping property 
Risk: 
- High risk 
- Medium 
- Low 
Appendix 0: Regional  Model Farm Budget D e t a i  1 s ($ / fa rm)  
Key 
-
C l  ass. One South I s l a n d  H igh  Country  
C lass  Two South I s l a n d  H i l l  Country  
C lass  S i x  ( A )  Dry  Downs and P l a i n s  
C lass  S i x  (B )  Wet Downs and F o o t h i l l s  
C lass  E i g h t  Mixed L ives tock-Cropp ing  
C lass  Ten I n t e n s i v e  L i v e s t o c k  Under I r r i g a t i o n  
e x c l u d i n g  Balmoral  and Waiau Schemes 
\ '- -- 
Sheep Sales 
Cattle Sales 
Wool Sales 
Crop.Sales 
Other Income 
Less Sheep Purchase 
Cattle Purchase 
CrossFarrnIncorne 
Wagss 
Animal Hcalth 
Aninial Breeding 
Crop Expenses 
Electricity 
Feed 
Fcrtiliser 
Lime 
Sscds 
Freight 
Shearing 
Weed and Pest 
Vehicle Expenses 
Rcpairs&blaintenance 
Administration 
Other 
FarmWorkingExpend. 
=CashFarmRalance 
Drawings 
'Taxation 
Interest 
Principal 
=Surplus for Reinv. 
Development 
Capital 
Other 
Borrowing 
Nett Change in 
Working Capital 
---.?-- Farm 
- 
Class 
I0 
41.417 
- 
49.127 
9.149 
- 
1.245 
1.471 
96.976 
1.425 
3.626 
- 
1.998 
1.265 
3.983 
4.575 
- 
2.060 
6.475 
6.384 
2.245 
10.663 
2.425 
7.945 
3.818 
59.885 
37.091 
1 1.650 
I42 
11.767 
7.625 
5.905 
2.850 
- 
- 
3.055 
1 
53.775 
32.050 
166.200 
- 
- 
1.000 
2.000 
249.025 
14.000 
8.aX) 
- 
- 
4.000 
IO.M)O 
5.550 
- 
I.O()O 
4.500 
22.000 
1 .000 
20.000 
IO.000 
18.000 
- 
118.050 
130.975 
30.MK) 
-13.000 
46.800 
4.250 
51.225 
4.000 
16.000 
- 
- 
31.225 
I 
54.355 
30.600 
167.400 
- 
- 
4.400 
2.500 
245.455 
15.00() 
8.500 
- 
- 
4.500 
7.000 
18.000 
- 
I .OO0 
5.(X)O 
25.000 
1.000 
22.000 
13.N)O 
20.O(K) 
- 
l40.0~X) 
105.45-5 
33.000 
22.600 
46.001) 
4.250 
5.005 
4.000 
4.000 
- 
- 
-8.395 
8 
26.982 
- 
17.862 
84.185 
320 
12.086 
- 
117.263 
4.444 
1.430 
- 
4. I O X  
1.413 
1.062 
7.925 
73 1 
6.572 
6.344 
2.237 
10.790 
10.447 
3.230 
8.340 
5.692 
83.765 
33.498 
12.850 
- ' 
28.865 
10.370 
-18.587 
- 
2 . 4 0  
- 
- 
-10.827 
2 
26.825 
12,700 
39.71 1 
- 
615 
767 
615 
78.468 
2.448 
3.087 
- 
- 
1.469 
1.801 
1.697 
- 
' 205 
4.605 
5,943 
669 
9.157 
2.635 
8.265 
- 
41.534 
36.935 
1 1.227 
205 
19.784 
2,858 
2.861 
- 
756 
- 
- 
2. I04 
10 
' 43.26 
5.775 
50.941 
6.732 
- 
1 .?YO 
1.486 
103.935 
1.850 
4.023 
- 
1.326 
I .lo() 
5.230 
4.741 
850 
I.XO5 
6.520 
6.420 
1.849 
11.078 
3.850 
8.455 
4.500 
65.393 
38,543 
17.925 
3.045 
Il.49l 
h.125 
4.907 
- 
3.000 
- 
- 
I .YU7 
61% 
44.578 
3.322 
57.535 
4.041 
- 
I .  
5.516 
IO6.YIX 
1.397 
1.733 
- 
X Y I  
I .3X3 
4.876 
5.501 
1.598 
I.X25 
4.853 
8.871 
1.562 
I3.M5 
3.h96 
9.598 
- 
63.430 
43.488 
13.096 
10.891 
17.448 
7.071 
4.977 
- 
1.650 
- 
- 
-6.617 
1986187 
6A 
29.251 
- 
41.348 
7.166 
3,665 
1.585 
- 
79.845 
748 
2.477 
- 
1.850 
1.272 
2.634 
3.301 
103 
2 . 6  
4.426 
4.098 
1.009 
10.043 
2.010 
7.251 
- 
43.388 
36.945 
10.665 
1.230 
16.320 
5.550 
2.692 
- 
870 
- 
- 
1.822 
2 
26.187 
13.224 
40.312 
- 
615 
800 
615 
78.293 
1.847 
3.213 
- 
- 
1.549 
1.851 
1.845 
-. 
205 
4.763 
6.147 
687 
9.536 
2.818 
8.820 
- 
43.930 
34.993 
12.222 
2.385 
19.795 
2.858 
-395 
- 
756 
- 
- 
-3.024 
1987188 
6A 
30.528 
- 
41.759 
4.914 
3.665 
1.587 
- 
79.279 
705 
2.648 
- 
2.565 
I .425 
2.406 
3.993 
160 
2.200 
4.152 
4.505 
899 
I 1.043 
3.060 
8.219 
- 
47.078 
32.201 
1 1.275 
- 
17.613 
5.547 
-2.335 
- 
1.280 
- 
- 
-3.615 
611 
42.929 
8.955 
55.817 
4.561 
- 
1.042 
5.516 
105.704 
1.330 
4.334 
- 
858 
1.240 
4.510 
4.034 
I65 
1.592 
4.626 
7.070 
1.330 
12.414 
3.165 
8.731 
- 
55.397 
50.307 
1 1.929 
1.521 
17.515 
7.031 
12.31 1 
- 
3.660 
- 
- 
8.651 
8 
25.697 
- 
16. 1 1 1  
89.855 
320 
12.202 
- 
119.Xll 
4.140 
1.163 
- 
3.741 
1.171 
947 
6.562 
758 
6.968 
6.264 
2.007 
11.776 
17.983 
2.290 
7.722 
4.704 
80.936 
38.876 
12.439 
1.024 
26.217 
9.270 
-10.070 
- 
3.380 
- 
- 
-13.450 
Appendix P 
Some Recorded Farm Sales in the 
Canterbury Region: 1985 to 1987 
Most Recent Sale Price Sale Price as 
Capital Valuation of Farm Percentage of 
of Farm Capital Value 
( $ 1  ( $ 1  % 
705,000 400,000 57 
600,000 285,000 48 
457,000 325,000 71 
400,000 220,000 55 
780,000 480,000 62 
752,500 405,000 54 
595,000 290,000 49 
519,000 305,000 59 
370,000 270,000 73 
339,000 237,000 70 
210,500 230,000 109 
525,000 500,000 95 
800,000 500,000 63 
465,000 307,000 66 
385,000 250,000 65 
587,800 384,730 66 
383,000 300,000 78 
322,000 350,000 109 
1,442,500 1,097,000 76 
1,534,000 1,500,000 98 
365,000 400,000 110 
331,000 400,000 121 
1,140,000 800,000 70 
Source: Valuation Department, Christchurch 
Appendix Q 
V a l u a t i o n  Changes i n  Economic S e r v i c e  
S u r v e y  Farms: 1985  t o  1986  
Region 1985 1986 No. of P e r c e n t a g e  
( $ )  ( $ )  Farms D e c r e a s e  
% 
Mar lbo rough  9 , 1 5 5 , 0 0 0  7 , 0 4 0 , 0 0 0  1 4  23  
C a n t e r b u r y  8 5 , 6 2 1 , 0 0 0  6 1 , 6 2 7 , 0 0 0  122 28 
N o r t h  Otago  9 , 3 2 0 , 0 0 0  7 , 2 2 0 , 0 0 0  1 5  2 3  
T o t a l  1 0 4 , 0 9 6 , 0 0 0  7 5 , 8 8 7 , 0 0 0  1 5 1  27 
S o u r c e :  N e w  Z e a l a n d  Meat and  Wool Boa rds  Economic S e r v i c e ,  
C h r i s t c h u r c h  o f f i c e .  
A p p e n d i x  R 
Loans  t o  C a n t e r b u r y  F a r m e r s  
By Farm Type 
Farm Type 
D a i r y  104,300 150 ,600  116,300 141 ,100  110 ,300  
S h e e p - B e e f  97,000 105 ,800  133 ,900  143 ,500  124 ,500  
C r o p p i n g  148 ,200  162,700 156,400 135 ,600  220 ,800  
O t h e r  96,000 107,300 98 ,100  98,400 113 ,100  
A p p e n d i x  S 
Loans  t o  C a n t e r b u r y  F a r m e r s  
By Farm S i z e  
F a r m  S i z e  ( h e c t a r e s )  
L e s s  t h a n  
1 0 1  47,000 74,300 61 ,100  32 ,100  46 ,000  
101-300 83,800 116 ,700  110,700 142 ,100  141 ,400  
O v e r  300 149,300 144 ,000  189 ,000  187 ,400  193 ,000  
A p p e n d i x  T  
Loans  t o  C a n t e r b u r y  F a r m e r s  
By Age o f  F a r m e r  
U n d e r  36 139,000 200,700 190,100 188,700 183,400 
36-50 101,200 112,400 150,300 142,500 158,400 
51-60 88,700 68,300 61,100 67,000 71,800 
O v e r  60 36,900 17,900 49,300 7,700 38,000 
A p p e n d i x  U 
Loans  p e r  Hectare t o  C a n t e r b u r y  F a r m e r s  
By T y p e  o f  Farm ( % )  
$ 
1 501 1000 2000 3000 
N o o f V a l i d  No t o  t o  t o  t o  a n d  
O b s e r v a t i o n s  L o a n s  500 999 1999 2999 O v e r  
Farm Type 
D a i r y  12 25.0 0.0 16.7 16.7 33.3 8.3 
S h e e p  Beef 116 21.6 41.4 23.3 12.9 0.0 0.9 
C r o p p i n g  27 14.8 25.9 18.5 18.5 11.1 11.1 
O t h e r  30 13.3 36.7 30.0 6.7 3.3 10.0 
T o t a l  185 
C a n t e r b u r y  A v e r a g e  19.5 35.7 23.2 13.0 4.3 4.3 
S o u r c e :  L i n c o l n  C o l l e g e  NZ F a r m e r  I n t e n t i o n s  a n d  O p i n i o n s  
S u r v e y s  1982-1986. 
00000000000000 
O O O O O O O O O O C O O O  
r l ~ e a b w d b ~ b m w ~ a  
.............. 
rlOaNwmammwlnwor4 
a a , + d e b o d w N d d O d  
rlr l d  rld d d d d d  
a i m  
a 
k e n d i x  X :  A v e r a g e  S i z e ,  I n t e r e s t  Rate a n d  Term o f  Farm L o a n s  i n  N e w  Z e a l a n d  b y  S e l e c t e d  
L e n d e r ,  1 9 8 6  
A v e r a g e  A v e r a g e  R a t e  Term ( %  o f  a v e r a g e  l o a n )  
l o a n  o f  I n t e r e s t  Long Medium S h o r t  
L o c a l  Body 
P r i v a t e  S a v i n g s  Bank 
B u i l d i n g  S o c i e t y  
T r a d i n g  Bank 
S t o c k  & S t a t i o n  A g e n t  
F i n a n c e  Company 
D a i r y  Company 
T r u s t e e  S a v i n g s  Bank 
S o l i c i t o r s  T r u s t  Fund 
Gov t  Agency - O t h e r  t h a n  R u r a l  Bank 
' O t h e r '  
T r u s t  Company 
I n s u r a n c e  Co. 
F a m i l y  Loan 
R u r a l  Rank 
The  L a s t  Owner ( T h e  V e n d o r )  
O f f s h o r e  L e n d e r  
9 . 1  
1 8 . 0  
2 0 . 0  
2 0 . 3  
2 2 . 1  
2 1 . 4  . 
1 9 . 6  
1 9 . 7  
19.5.  
1 2 . 0  
1 4 . 3  
18.1 
1 7 . 9  
1 0 . 4  
-12 .1  
1 4 . 2  
L O .  7 
N o t e :  Long- t e rm ( l o n g e r  t h a n  1 0  y e a r s )  
Medium-term ( 3  - 1 0  y e a r s )  
S h o r t - t e r m  ( u p  t o  3  y e a r s )  
S o u r c e :  P r y d e ,  J . G .  a n d  M c C a r t i n ,  P . J .  ( 1 9 8 6 ) ,  " N e w  Z e a l a n d  F a r m e r  I n t e n t i o n s  a n d  O p i n i o n s  
S u r v e y s " ,  A . E . R . U . ,  L i n c o l n  C o l l e g e .  
D i s t r i b u t i o n  o f  L i a b i l i t i e s  o f  N e w  Z e a l a n d  F a r m e r s  
(By Farm T y p e )  
$ 1  - $ 5 0 , 0 0 1 -  $ 1 0 0 , 0 0 1  $ 2 5 0 , 0 0 1  O V E R  
P r o d u c t i o n  Year No Loans  $ 5 0 , 0 0 0  $ 1 0 0 , 0 0 0  $ 2 5 0 , 0 0 0  $ 5 0 0 , 0 0 0  $ 5 0 0 , 0 0 0  
ALL TYPES 
1982  
1 9 8 3  
1984  
1985  
1 9 8 6  
MAINLY D A I R Y  
1982  
1983  
1984  
1985  
1 9 8 6  
MAINLY SHEEP-BEEF 
1982  1 0  
1 9 8 3  1 6  
1984 1 8  
1985  20 
1986  22 
MAINLY CROPPING 
1982  6  
1 9 8 3  4  
1984 4  
1985  2 7  
1986  19 
Source: Pryde and McCartin, "Farmer Opinion Surveys", 1982-86., A . E . R . U . ,  Lincoln College, 
C a n t  erburp. 
Appendix Za: TRADE WEIGHTED EXCHANGE RATE INDEX 
Q u a r t e r l v  Data  1981-87 
S D M J S D M J S D M J S D M J S D M J S D M J S  
E E A U E E A U E E A U E E A U E E A U E E A U E  
P C R N P C R N P C R N P C R N P C R N P C R N P  
8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8  
1 1 2 2 2 2 3 3 3 3 4 4 4 4 5 5 5 5 6 6 6 6 7 7 7  
EXR 
90 
.I, 
-I' 
QUARTER 
80 - 
Source: Reserve Bank o f  New Zealand 
.I. 3. .I. 
.r -r .r 
70 1 
60 - 
l ~ l ~ l ~ l r l ~ l ~ l ~ l ' l ' l ~ l ~ l ~ ~ ~ ~ l ~ l ~ ~ ~ n ~ n ~ n ~ n ~ n ~ l ~ n ~  
Appendix Zb: CONSUMER PRICE INDEX 
Annual Rate o f  Change by Quarter 
S D M J S D M J S D M J S D M J S D M J S D M  
E E A U E E A U E E A U E E A U E E A U E E A  
P C R N P C R N P C R N P C R N P C R N P C R  
8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8  
1 1 2 2 2 2 3 3 3 3 4 4 4 4 5 3 5 5 6 6 6 6 7  
QUARTER 
Source: Department of Statistics 
Appendix ~ c :  INTEREST RATES ON NEW MORTGAGES 
Quarter ly  Data 1981-86 
I NT 
19 - 
18 - 
17 - 
16 - 
15 - 
14 
13 - 
1 
12 - 
11; 
1 ~ 1 ~ 1 ' 1 ' 1 ' ~ ~ ~ ~ ~ ~ ~ ~ ~ 1 ~ 1 ~ 1 ~ 1 ~ 1 , , ~ , , 1 1 , , ,  l i t 1  
S D M J S D M J S D M J S D M J S D M J S D M  
E E A U E E A U E E A U E E A U E E A U E E A  
P C R N P C R N P C R N P C R N P C R N P C R  
8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8 8  
1 1 2 2 2 2 3 3 3 3 4 4 4 4 5 5 5 5 6 6 6 6 7  
QUARTER 
Source: Reserve Bank o f  New Zealand 
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